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It is for me a high privilege to preside over this joint 
meeting of the Boards of Governors at the opening 
ceremonies of the Seventh Annual Meeting of the Inter- 
national Bank for Reconstruction and Development and 
the International Monetary Fund and I wish my initial 
words to be those of greeting to our noble host country, 
the first among the Latin American nations to be 
selected as the seat for this important meeting. Mexico 
possesses the glory of an ancient civilization which her 
sons have enriched by continuous economic and cultural 
progress which we all admire. Her culture has pre- 
served untouched the artistic civilization, the sense and 
the respect for human ideals that render life worth 
living. 

I take pleasure in paying homage and tribute, on 
behalf of all of our governors, to the Mexican people 
and the Mexican Government. 


I wish also, in my own name and on behalf of my 
colleague, Professor Gudin, to extend greetings to my 
fellow governors, alternate governors and advisers, and 
also to the observers and guests whom we have with 
us here today, adding brilliance to this ceremony. A 
special word of welcome should be said to the new mem- 
bers that have joined the Bank and the Fund since our 
last meeting, Burma, Germany, Japan, and Jordan. It 
is significant to note this increase in membership which 
surely is an indication that the principles and purposes 
set out in Bretton Woods are even now looked upon as 
a sound basis for increasing international cooperation 
and the attainment of a better understanding among 
nations in the important fields of finance and economics. 


Each year that passes brings us additional evidence 
of the wisdom of the countries and the men that created 
the International Bank and the International Monetary 
Fund. 


These institutions play in the field of international 
finance and economics, one might say, a role equivalent 
to that of the United Nations in the political field. 


World peace and peaceful social convivium are im- 
possible to attain if the juridical principle of mutual 
respect by all countries of each other’s rights is not 
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firmly established and continuously preserved and 
strengthened through international cooperation and joint 
study and decision. 

These principles, however, will not hold if they do 
not rest on a solid economic and financial order, capable 
of promoting a healthy economic intercourse between 
nations, opening to each of them the possibility of 
assuring its citizens a decent standard of living. It is 
because I deem peace and a sound economic order to 
be indivisible concepts that I regard this joint meeting 
of ours as ranking among the most important events 
in the international field, on a par with the meetings of 
the United Nations Organization. 

Those who study international problems today can- 
not fail to be struck by the acute nature of three prob- 
lems. The first is the persistent inflation which is a 
result partly of war, partly of social disorder, and often 
the result of errors and lack of foresight of the govern- 
ments due to the pressures of necessity or ignorance. 
We all know that inflation means economic instability and 
social injustice. Under inflationary conditions the de- 
mand for goods and services exceeds available real re- 
sources and benefits only a small group by severely 
penalizing the mass of consumers. The resources of the 
country are diverted into the wrong fields of production 
and the balanced development of the country is re- 
tarded. 

The policies of the monetary authorities of each coun- 
try should be given primary attention and those respon- 
sible for them should be encouraged in their efforts to 
apply sound economic principles and to resist the sway 
of outside pressures; for neglect of the basic economic 
laws which are at times as inexorable in their workings 
as the laws of nature entail disastrous effects for the 
community. Sound practices of budgetary equilibrium, 
control of means of payment, fair enactment of fiscal laws 
and regulations, maintenance of a reasonable rate of 
investment policy and sound application of public money 
are anti-inflationary techniques that should be pursued 
by all countries. One must have in mind that economic 
instability resulting from inflation always leads to social 
unrest. 
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The second problem is the rapid growth in world 
population. By the end of the century the world popula- 
tion is expected to increase from 2.4 billion to 4 billion. 
As compared to 1920, the population to date has grown 
by 76 per cent in Latin America, 46 per cent in Africa, 
44 per cent in the United States and Canada, 28 per cent 
in Asia, and 22 per cent in Europe. The population of 
this great country of Mexico is expected to jump from 
a present 27 million to around 57 million by 1980. And 
my own country with now around 53 million people 
should by 1980 reach more than 100 million inhabitants. 
Despite this considerable increase foreseeable in world 
population, I believe geographers and nutritionists to be 
unduly pessimistic when they express doubt as to our 
ability to develop the necessary food resources. Scientific 
development and better techniques of utilization of land 
resources, coupled with human ingenuity, will enable us 
to meet this challenge. We ought to have in mind that 
international cooperation is indispensable if we are to 
raise food productivity to levels necessary for insuring 
the means of subsistence of four billion people in the 
world at large. 

The third serious problem we have to face is the 
widespread balance of payments disequilibrium affecting 
many countries. While there is surplus production in 
many areas and acute needs in others, trade cannot flow 
because of the lack of needed currency. In many cases, 
some of the disequilibria could have been corrected at 
the outset had timely international cooperation been 
forthcoming. While the volume of world trade is steadily 
growing, it is obviously being restricted by the chronic 
payments difficulties of large trading areas. If we could 
find a practical solution to the world’s exchange prob- 
lems, this would result in a substantial increase in the 
exchange of goods which would promote international 
solidarity and serve common interests. 

The foregoing considerations bear out clearly the 
complexity and importance of the roles the International 
Bank and the International Monetary Fund are required 
to play in the world economy. Having been created to 
deal with these temporary or fundamental disequilibria, 
the two institutions also have to fulfill functions that 
transcend the economic field and thus become instru- 
ments for social stability and world peace. 

We cannot but fairly recognize the work that in this 
way has already been accomplished. The International 
Bank, under the able guidance of Mr. Eugene Black and 
his associates, is continually expanding its activities. 
The record of the last fiscal year—during which 19 loans 
totaling $298.6 million were made to 16 countries bring- 
ing the total operations of the Bank to $1,412 million— 
represents an impressive achievement. However, it is 
to be hoped that in the years ahead the Bank can look 
back upon this year, not as a year of record lending, 


but as one in which the Bank made a start toward even 
greater lending activity. The wisdom of the investment 
policy of the Bank has been demonstrated by improve. 
ment in productivity already noticeable in many of the 
countries benefited by its loans. The International Bank 
has won the confidence of investors. We should be 
grateful to the American people—whose delegation js 
now once more presided over by our good friend, 
Secretary John Snyder—for what they have done by 
contributing, as investors, 63 per cent of the funds so 
far made available to the Bank; it is also encouraging to 
note that 37 per cent of the Bank’s resources came from 
other countries that are thereby gradually increasing the 
number of those wishing to be associated in the task of 
providing resources for the work of the Bank. The 
principal contribution of the Bank so far has been toward 
the financing of public utilities, thereby helping to 
furnish the right climate for investment between nations, 
The frequent and extensive traveling of Messrs. Black 
and Garner and their associates is evidence of the Bank's 
interest in getting a direct first-hand knowledge of the 
problems of member countries, enabling the Bank to 
make sound and constructive decisions. 

As for the International Monetary Fund, many coun. 
tries have had occasion to benefit from its help and 
assistance. Its extremely competent research staff has 
pursued thoroughgoing analyses of the international 
financial situation and is giving valuable advice to mem- 
ber governments. The past performance of the Fund is, 
however, but an instance of yet more important work 
that, under the firm and competent direction of Mr. Ivar 
Rooth, the Fund is called upon to perform. 

As we look back to the days of Bretton Woods, we 
realize that our difficulties have not abated and new 
problems have emerged. While the dollar value of 
world trade is now four times as great as in 1938, the 
world’s gold reserves, exclusive of those of the United 
States and Russia, remain at the same level as in 1938. 
The disequilibrium of international payments, the inade- 
quacy of monetary reserves, and the restrictions and 
discriminations in international trade are today more 
serious than was anticipated in 1944, 

Furthermore, it seems that the world payments dis- 
equilibrium cannot be solely traced to inadequate inter- 
nal policies of member countries; there have been great 
changes in the objectives of national economic policy; 
there have been great shifts in international economic 
forces. The difficulties arising from the deep changes 
brought about by the events of the last twenty years 
will not be overcome without a comprehensive policy of 
international cooperation. 

I conclude from this that we need the International 
Monetary Fund more than ever, and that the Fund must 
take a more active role, both in using its resources and 
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exchange problems. We must recognize that for many 






ns countries it is difficult and sometimes impossible to 
: cope with occasional sharp declines in exchange receipts 
an 





by falling back on reserves. My own country, for in- 
stance, while holding appreciable gold reserves, would 
not wish to deplete them in order to overcome a tem- 
porary exchange crisis which may occur in a certain 
year. So there would be no alternative but to apply 
exchange and import restrictions. 

I think that it would be preferable to establish a sys- 
tem which would not compel countries to resort to harm- 
ful regimes of severe restriction. Unless we have an 
international mechanism capable of supplying credit to 
an extent corresponding to the general credit-worthiness 
of each country, it will be impossible to attain the kind 
of multilateral trade we all hope to restore. Trade will 
then be reduced to scattered and isolated units following 
a pattern of restrictive and defensive policies. 

The world needs the Monetary Fund for its competent 
technicians and to clarify the basic elements in the 
international payments problem. The world needs the 
Monetary Fund to provide greater facilities for meeting 
temporary unbalance in current international payments. 
Otherwise, the continued payments crisis will result in 
greater economic isolation, with countries barricading 
themselves behind even higher restrictive walls. We are 
sure that under the leadership of Mr. Ivar Rooth the 
Monetary Fund will adopt bolder policies to meet the 
challenge of monetary disorder. 

As for the International Bank, I do not regard its 
mission as encompassed within the narrow definition of 
reconstruction and development: its mission is ever broad- 
ening in scope. No institution is better placed to meet 
the long-run challenge of increasing the food production 
and distribution for a rapidly growing world population. 
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I am very happy to express our deep appreciation for 
the opportunity to meet in this very old capital in the 
new world and for the opportunity to enjoy the famed 
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ts dis § hospitality of Mexico. This is a country that combines, 
. inter-§ in an unusual degree, progress in the material and 
1 great] cultural spheres. While Mexico is rapidly developing its 
policy; economic potentialities, it continues to preserve and en- 





onomic§ Tich its unique cultural values. What is especially note- 






hanges§ Worthy about the economic development of Mexico is 
+ years that it is being carried forward under a system of 
licy of complete freedom in exchange transactions. This ex- 





change freedom, in a world hemmed in and divided by 
restrictions, has encouraged that spirit of enterprise which 
is the essential ingredient of economic progress. 

It is fitting that in presenting the Annual Report of the 
Executive Directors I should extend a welcome to our 
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While we must accept the sad fact that the precarious- 
ness of the peace renders heavy expenditure in armaments 
necessary, it must not be forgotten that it is only 
through the development of industry and agriculture that 
real peace can be achieved. Armaments can win wars 
but they can never eradicate the causes of wars. 

The great contribution that the Bank can make to all 
member countries is to combine sound banking principles 
with a creative effort to help in the world development 
of transportation, electric power, and food production. 
By plowing the savings of the generous North American 
people and of other nations into these basic fields, the 
Bank will not only provide a fair return for the capital 
of its investors but will also help the cause of world 
peace and prosperity. We are confident that under the 
guidance of Mr. Black the Bank will not fail to rise to the 
challenge. 

I would like to end on a note of optimism. I am sure 
that the collective wisdom of our member countries 
which brought the two institutions—the Bank and the 
Fund—into fruition will also insure their wise utilization 
for the solution of the problems faced by our generation. 

In the name of President Getulio Vargas, under whose 
leadership Brazil is pursuing a policy of sound and 
balanced development, having as one of its tenets the 
firm support of, and constant cooperation with, the Bank 
and the Fund, both of which have rendered significant 
services to our country’s economy, I wish to greet all 
of the member nations through the governors here 
present. 

On behalf of the governors, I wish to renew the 
tribute we pay to this noble country of Mexico, a staunch 
bulwark of human freedom, a nation whose economic 
progress is well matched by her natural beauty and by the 
high sense of dignity of her people. 

September 3, 1952. 






Address by Ivar Rooth, Managing Director of the Fund 


new members, Burma, Germany, Japan, and Jordan. 
More than five years have elapsed since the Fund 
began exchange operations. They began with a critical 
payments situation both in Europe and in other parts 
of the world. Midway in this period, we had the 
devaluations of the currencies of countries accounting for 
two-thirds of world trade. By 1951, the real deficit of 
the rest of the world with the United States had been 
cut in half. Now, only a year later, the payments diffi- 
culties of some of the largest trading countries are 
again serious. There are those who say that the world 
is too inflated and too disorderly to find a constructive 
solution to the payments problem. I do not hold this 
view. With positive measures by the deficit and the 


surplus countries, I believe the payments problem can 
be solved. 
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Whatever other measures are required, it is certain that 
the payments problem cannot be solved unless the deficit 
countries avoid inflation. It seems to me that there is now 
greater scope for avoiding inflation through the applica- 
tion of sound financial policies. The money supply, 
which was piled up during the war, is now better related 
to prices and production. The widespread scarcities 
growing out of the war seem to have come to an end. 
The persistent excess of demand, which is characteristic 
of inflation, is no longer found in the consumer goods 
industries of some countries. It is worth noting that 
these are the countries in which fiscal and credit policy 
has been used to restrain consumption and investment. 
It would be a mistake, however, to overlook the plain 
fact that many countries are still confronted by the threat 
of inflation. In some countries, excessive investment, 
public and private, is still being supported by expansion 
of bank credit. In other countries, the resources needed 
for defense will strain the economy unless there is some 
restraint on the growth of consumption and investment. 

The payments problem has persisted so long, and is so 
little understood, that there is a danger that the public 
will lose all interest in its solution. The inflation environ- 
ment has been so thoroughly confused with the objectives 
of full employment that there is a danger that the public 
will come to accept inflation. The fact is that there is 
no greater threat to employment and living standards 
than inflationary policies which lead to payments diffi- 
culties. Continuous inflationary pressures and balance of 
payments deficits are bound to make it increasingly diffi- 
cult to ensure the maintenance of imported supplies of 
raw materials and foodstuffs and therefore of full em- 
ployment and high standards of living. 

For most countries, the payments problem seems to 
be primarily a matter of dollar payments. Since the 
1930’s, the world has become far more dependent on 
dollar sources of supply. From 1936 to 1938, the United 
States supplied about 12 to 15 per cent of total world 
exports. It is currently supplying more than 20 per cent 
of a much larger total. This dependence on dollar 
sources of supply has been accentuated by the disruption 
of trade with Eastern Europe and China. To meet this 
problem, it is necessary for the rest of the world to expand 
production of coal, wheat, and other essentials. Even 
so, many countries will have to depend on large dollar 
imports and therefore will have to increase their dollar 
earnings. 

There is a good prospect that the dollar countries will 
continue to offer a growing market for the exports of the 
rest of the world. Imports of the United States and 
Canada rose from about $10.5 billion in 1949 to well 
above $16.5 billion in 1951, although much of this was 
a reflection of higher prices. There was, unfortunately, 
a recession in the imports of these countries in the latter 


half of 1951; but the value of their imports is now rising 
again and may soon exceed the high level attained in the 
first half of 1951. The growth of exports to dollar 
markets is the indispensable condition for restoring bal- 
ance in international payments. 

The deficit countries do not wish to become dependent 
on the bounty of the United States; they ask no more 
than an opportunity to pay their own way. They can 
do this only if they are permitted to expand their ex. 
ports. The tariffs of the United States have been reduced 
in the past two decades but for many goods they are still 
quite high. Furthermore, there has been an unfortunate 
tendency to introduce quantitative restrictions on imports, 
These barriers to imports are far too severe for a country 
with a wide variety of exports which find eager markets 
in all parts of the world. 

The President of the United States has recently asked 
the Public Advisory Board for Mutual Security to “under- 
take an investigation of the foreign trade policies of the 
United States, particularly as they affect . . . efforts 
under the Mutual Security Program to achieve economic 
strength and solvency among the free nations.” The 
Board was asked to consider all aspects of foreign trade 
policy—tariffs, import restrictions, including quotas and 
customs procedures, agricultural policies affecting foreign 
trade, and maritime laws and regulations concerning 
carriage of American goods. This seems to me a very 
hopeful step to improve the dollar payments of the 
deficit countries. 

A constructive way of strengthening the world pattern 
of payments is to establish a freer international flow of 
capital and credit; prior to the 1930's, the underdeveloped 
countries were able to secure large sums from private 
investors in the United Kingdom, Continental Europe, 
and the United States. These investments facilitated the 
maintenance of world balance with the creditor countries 
and enabled the underdeveloped countries to undertake 
new enterprises while continuing to expand their produc- 
tion for export. 

Under present disturbed political and economic condi- 
tions, it is unlikely that the capital needed for develop- 
ment will be provided by private foreign investors. 
Nevertheless, some increase in the private flow of capital 
could be secured if investors were assured that there 
would not be any restrictions on the transfer of current 
earnings. For the present, it is largely through govern- 
mental and international agencies that the need for 
capital will have to be met. Even under the most favor- 
able circumstances, the underdeveloped countries will 
not be able to secure foreign capital on the scale that 
many of them wish. It is important, therefore, that such 
capital as they secure should be used for a balanced 
development program that maintains internal economic 
stability and a strong payments position. 
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ng The problems created by fluctuations in international 
he trade and payments have recently been studied by a 
lar United Nations committee of experts and they have made 
al. several helpful recommendations regarding the Fund. I 
believe that business fluctuations in the great industrial 
nt countries are unlikely to reach the amplitude of those 
re of the 1930’s. Nevertheless, their effect on international 
an payments are of greater significance now than before 
ex- the war. This is because the United States accounts for 
ed a much larger share of world trade and because reserves 
till to cushion the effects of fluctuations in trade and pay- 
ate ments are relatively much smaller than before the war. 
rts. The Fund is concerned to do all that it can to avoid the 
try spread of a depression, if it should occur. Depressions 
-ets have their origin in economic forces working in the in- 
dustrial countries and the remedies must be found pri- 
ked marily in measures taken by these countries. No action 
ler- of the Fund in providing short-term international credit 
the can, of course, prevent depressions from arising. Nor 
orts can it bring them to an end. Nevertheless, financial 
mic assistance from the Fund can moderate the payments 
The difficulties caused by depressions. It can also limit the 
ade tendency toward a general contraction of international 
and trade. 
ign If trade fluctuations should be large, the Fund may not 
sing § be able to provide an adequate supplement of reserves. 
very | The fact is that many of our members have inadequate re- 
the —} serves to meet the ordinary fluctuations in exchange re- 
ceipts, quite apart from the larger fluctuations that occur 
tern § during a depression. The deficiency in reserves must in- 
w of § evitably affect the policies that members follow on ex- 
ped § change restrictions and discriminations. If they are under 
vate §} steady pressure to protect minimum reserves of gold and 
ope, dollars, they lose much of their independence in trade and 
| the § the capacity to buy in cheap rather than dear markets. 
tries One point, above all, is clear. The payments problem 
take § cannot be solved by retreating behind a network of 
yduc- § restrictions and discriminations. At best, they are a 
necessary evil; at worst, they are a costly burden to the 
ondi- § countries that use them and to the world economy. In 
elop- § accordance with the Fund Agreement, we are now con- 
stors. § sulting with members that retain restrictions under the 
ypital § provisions for a transitional period. Whatever may be 
there § the concrete achievements in moderating restrictions, we 
rrent § are confident that the outcome of these consultations 
vern- § will be a better understanding between the Fund and its 
1 for § members. Of course, we are not asking members to 
favor- § imperil their payments position by a premature removal 
| will § of restrictions. We do ask them to shape their policies 
» that § toward greater freedom in trade and payments. 
: such I do not dwell more on this subject as I am circulat- 
anced § ing, as an extension to these remarks, a supplemental 
nomic § report on the progress of the 1952 consultations on ex- 





change restrictions. However, I would like to express 





INTERNATIONAL FrnanciaL News Survey, September 5, 1952 











my concern with the recent spread in Western Europe 

of dollar retention systems and similar arrangements. 
I fear that this development may be harmful to interna- 
tional monetary relations. They may seem to offer 
immediate help in expanding some exports but, at the 
same time, they run the risk of jeopardizing exchange 
rates, of introducing elements of competitive deprecia- 
tion and monetary instability, and of depriving other 
countries of hard currency earnings. 

We are interested in the efforts of our members to 
break out of the strait jacket of bilateralism in trade 
and payments. We are interested in having our mem- 
bers establish convertibility of their currencies. We be- 
lieve that this can be done successfully only on a 
foundation of sound credit and budget policies. With 
such policies, a country can risk the bold use of reserves 
which at times may be necessary with convertibility. 
After all, the Fund’s resources are intended to help 
members to accept the risks and to gain the benefits of a 
convertible currency. This applies no less to countries 
that already have convertible currencies than to countries 
that are trying to establish convertibility. 

What I have already said will indicate to you my 
conviction that international economic problems in all 
fields are closely related and that the solution to the 
payments problem must be many-sided. We are grateful 
for the contribution of other international organizations 
to a healthy world economy. Our collaboration with the 
World Bank is of the close, constant, and friendly char- 
acter you all expect. I wish to welcome the observers 
sent here by other international organizations—particu- 
larly the United Nations and its regional commissions, 
the Organization for European Economic Cooperation, 
and the Bank for International Settlements. We in the 
Fund are happy to bear witness to the fine spirit with 
which these organizations have helped the Fund in its 
work. I hope that we have been and will be equally 
helpful to them. 

The Fund has always emphasized the importance of 
financial policy as the key to what members can do for 
themselves in strengthening their international payments. 
That is why the Fund has from the beginning provided 
technical assistance to many of its members on their 
financial problems and policies. This has been done with- 
out other publicity than that given by the member, and 
in many cases on a completely confidential basis. We 

: publish no reports of missions, nor do we make public 
7 our recommendations unless it is the express wish of the 
governments themselves. 

As we all know, there have been differences of opinion 
on the policies that the Fund should follow on the use 
of its resources. More important, however, is the wide- 
spread agreement that the Fund can and should use its 
resources to help members to meet the difficulties with 
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which some of them are confronted. I believe that step 
by step we are making progress in putting the Fund’s 
operations on a practical basis. 

On November 19, 1951, the Executive Board adopted 
a new schedule of charges applying to transactions under- 
taken after December 1, 1951. The new schedule reduces 
the service charge on transactions and the interest charge 
for credit of one year or less, and raises the interest 
charge for credit of two years or more. We hope that 
the new charges will encourage members to use the 
Fund’s resources and for shorter rather than longer 
periods. 

On February 13, 1952, the Executive Board in a 
statement of policy stressed that proper use of the Fund’s 
resources means temporary use. Members using the 
Fund are expected to repurchase their currencies within 
a period of three to five years. The new policy gives 
members the overwhelming benefit of the doubt on any 
drawings which do not increase the Fund’s holdings of 
a currency to more than its quota. The policy also 
recognizes the importance of the credit-worthiness of a 
member in connection with all drawings. 

I do not believe that we can be satisfied that we have 
done all that is necessary to facilitate the use of the 
Fund’s resources for attaining the purposes of the Fund. 
In a world in which total exports amount to $80 billion, 
in which international short-term credit is severely 
limited, and in which many countries hold inadequate 
reserves, there are well-founded needs for use of the 
Fund’s resources on a wider basis than would be indi- 
cated by our operations. As an international reserve 
bank, we must be ready to provide short-period reserve 
credit to members that follow sound financial policies. 

Since the last annual meeting, the Fund has engaged 
in $57 million of transactions with Brazil, Turkey, Para- 
guay, and Iran. It has also entered into arrangements 
with Australia and Belgium under which these members 
are assured that transactions up to $30 million and $50 
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million respectively will be undertaken by the Fund at 
their request. Australia has already drawn under this 
arrangement. 

Another type of operation that the Fund has undertaken 
is to bring together countries which want to buy gold 
with those which want to sell gold. We have already ar. 
ranged a number of such transactions between members. 
This service will enable countries to reduce the cost of 
gold transactions and in some instances to avoid cross 
shipments of gold and delay in concluding gold transac- 
tions. 

This meeting of fifty-four countries, many represented 
by their ministers of finance and the heads of their central 
banks, is the best proof that international financial co- 
operation is a reality. The Fund Agreement embodies a 
forceful statement of the objectives of this cooperation 
and provides means for implementing it. But coopera- 
tion is not a matter of a once for all agreement on 
objectives; it is a way of living together day by day. 
Unless the member countries and in particular the great 
trading countries work together on the practical problems 
that confront them, neither the Fund nor any other 
international economic organization can attain its objec- 
tives, however laudable and even vital they may be. 

It is now over a year since I began my work as the Man- 
aging Director of the Fund. In this year, I believe that 
we have made some progress toward fulfilling the tasks 
for which the Fund was designed. I am confident that 
we can make the Fund a useful institution for interna- 
tional cooperation on financial problems and policies. | 
am confident of this because we have a competent staff 
that works as a team; because we have a conscientious 
Board cognizant of its international responsibility; and 
because our members are convinced that only through 
international cooperation can they deal effectively with 
the difficult payments problem that still confronts them. 


September 5, 1952. 


Address by Eugene R. Black, President of the International Bank 


Let me begin by expressing my gratitude for the 
gracious hospitality being shown to us by the Govern- 
ment of Mexico. It was, I think, a happy decision of 
the Governors that we should meet in this capital city. 
It gives us a chance to see with our own eyes something 
of a nation in which the process of economic develop- 
ment is fully under way. 

Since before the war, the income of the Mexican 
citizen has, on the average, increased by more than half. 
This improvement has been brought about by the growth 
of production in almost every part of Mexico’s economy. 
It was achieved without conspicuously plentiful resources 
and often under difficult circumstances. It has been 


based, to mention only a few of many factors, on the 
energies of the Mexican people, the adaptability and 
initiative of the citizenry, on sound investment of public 
funds in the expansion of basic utilities and social serv- 
ices, and on the sustained confidence of the country in a 
succession of competent national administrations. 

The relations between the Bank and Mexico have been 
particularly close and continuous. The fact that we are 
meeting here is evidence not only of Mexican hospitality 
but also, I hope, of mutual satisfaction. Mexico, as a 
member of our Bank, can welcome us; and we, for our 
part, feel at home here. 

This has been an active 12 months for the Bank. 
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We slightly exceeded the record volume of lending we 
established last year. We provided more technical assist- 
ance to our members, especially in the planning of 
development. We were more active in raising funds in 
the capital markets of the world. 

For the second consecutive year, our lending ap- 
proached $300 million. That sum is composed of $30 
million of new loans in Asia, $68 million in Africa, $79 
million in Latin America, and more than $120 million 
in Europe. Our second loan to Australia did not come 
until after the end of the fiscal year, but in each of 
these other areas, we lent more than in the year preced- 
ing; and in Europe we lent substantially more. 

Disbursements rose to $185 million, the highest level 
since fiscal 1948. More than a third of this was used 
for purchases outside the United States. 

The Bank has continued to adapt its lending policies 
and procedures to the differing problems presented by 
its borrowers. 

We usually lend for specific and individual projects. 
In the great majority of cases, this is the most practical 
and effective form of collaboration between us and the 
borrower. But even when we make loans for single 
projects, we often are financing some key component 
of a larger undertaking. Some of the Governors were 
glad to observe last year that in the case of Australia 
we were giving support to an entire program of develop- 
ment. We have made additional loans of this broader 
type since we convened in Washington 12 months ago— 
to the Belgian Congo, to Italy, to Yugoslavia and, for a 
second time, to Australia. These cases differ consider- 
ably in detail, but they all reflect the principle that the 
Bank is as much interested in the progress a country 
can make on a broad front as in the success of a par- 
ticular project. Program loans may continue to be the 
exception rather than the rule; but they definitely have 
taken their place among the instruments used by the 
Bank to promote economic development. 

In other ways, the Bank has kept its lending techniques 
flexible. Our loan of last October in support of the 
10-year plan for the development of southern Italy, for 
instance, is for us a new kind of transaction. It is not 
intended to finance the equipment needed for carrying 
out this program. Rather, it will cushion the impact of 
the program on the Italian economy, by providing dollars 
to meet some of the demand for imported goods that 
the 10-year plan will generate. 

Our loan to Belgium, likewise, might be called an 
“impact” loan—designed in this case to offset the dollar 
cost that will arise from Belgian support of a develop- 
ment program in the Congo. 

The Bank is keenly aware of the necessity for keeping 
its lending flexible in another important respect. Up to 
now, the Bank has lent chiefly in dollars. To the extent 









that we can lend in other currencies, we can better meet 
the needs of countries more able to service debt in those 


currencies than in dollars. During the year, we made 
one loan to Iceland and another to Yugoslavia which are 
repayable entirely in European currencies. Almost half 
our railway loan to Pakistan consists of French francs, 
and part of our loan to Southern Rhodesia will be dis- 
bursed in South African pounds. Nearly 15 per cent 
of the amount we lent this past year is repayable in 
currencies other than dollars—a proportion much higher 
than in any previous year. 

With our lending at the current rate, we have in- 
creased our own borrowings. We went to the capital 
markets four times, with two bond issues in the United 
States and our first public offerings in Canada and 
Switzerland. The total amount of our issues was equiv- 
alent to approximately $175 million, a sum greater than 
in any year since 1947. The Bank has also replenished 
its lendable funds by $23 million of sales from its port- 
folio; more than $10 million of these sales, let me point 
out, were made without our guarantee. 

I am glad to say that our bonds enjoy a strong posi- 
tion in Switzerland, the United Kingdom and Canada, 
as well as in the United States. As the amount of our 
dollar obligations has increased, there has been a satis- 
factory broadening of the market for our securities in 
the United States. The Bank has been affected, however, 
by a general trend, all over the world, toward higher 
interest rates. We have had to pay more on our own 
borrowings, and there has had to be a corresponding 
rise of interest rates on our loans. 

I would like to emphasize that the market for the 
Bank’s own securities and for those received from bor- 
rowers is becoming more and more international in 
character. Of the more than $500 million worth of 
direct and guaranteed obligations we have outstanding, 
investors outside the United States hold approximately 
one-quarter. The central banking institutions of 12 of 
our member nations, in particular, have acquired for 
their reserves some of the largest known holdings of 
the Bank’s bonds. 

Finally, the Bank’s lendable resources, as I have already 
implied, were increased by the release to us of parts of 
the local currency subscriptions of several member coun- 
tries. The French Government, for instance, released 
the francs which will be used in the Pakistan loan, and 
the South African Government has made available to us 
pounds which will be used in the loan for Southern 
Rhodesia. Of particular note, let me say, was Canada’s 
release, in the spring of this year, of 41 million Canadian 
dollars on a fully convertible basis. This constituted the 
balance of her original paid-in subscription of 58.5 mil- 
lion Canadian dollars to the Bank’s capital. 

If we survey all the funds which the Bank has had 
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available for lending since the start of its operations, 
the international character of our financial resources 
emerges with particular clarity. Up to the end of the 
fiscal year our lendable resources amounted to the equiv- 
alent of nearly a billion and a half dollars. Of this, 
$375 million in dollars and other currencies—or about 
one-quarter in all—was received from, or borrowed in, 
our member countries outside the United States. I am 
hopeful, in spite of all the known difficulties, that the 
Bank will continue to receive releases of the currencies 
of its European members. The need for non-dollar 
funds is as urgent as ever. 

One of the main objectives of the Bank, I hardly need 
remind you, is to promote the international investment 
of private capital in economic development. The Bank’s 
bonds themselves are one of the principal avenues by 
which such investment is made, and most of our sales 
from portfolio have been made to private investors. In 
addition, however, the Bank has continued to be able to 
interest the private market in more direct participation 
in its lending. American banks this year took portions 
of two of our loans—one to the KLM Royal Dutch Air- 
lines, the other to Pakistan—at the time they were made. 
I see signs that private participation in our lending will 
become an important feature of our 
operations. 

One condition, of course, for the international invest- 
ment of private capital is that there be a reasonable pros- 
pect of repayment. In some cases, this prospect is 
clouded by the existence of obligations already in de- 
fault; and in some instances the Bank has been able to 
encourage its member governments to start negotiating 
settlements on these obligations as an essential means of 
encouraging the resumption of foreign investment. 

We have also, as you will have noticed in our Annual 
Report, made an intensive study of a proposal to estab- 
lish an International Finance Corporation as a new 
instrument for investment in private enterprise. This 
Corporation would be affiliated with the Bank, but would 
have its own capital subscribed by member governments. 
It would be able to do two things the Bank does not do: 
it could make loans to private enterprises without gov- 
ernmental guarantees, and it could provide equity capital. 
We have prepared a report on this proposal, and shall 
continue to explore the idea with private financial and 
business interests and with our member governments. 
The proposal needs to be given further consideration, 
and the Corporation admittedly would be an experiment. 
But I personally think that it might prove to be a useful 
instrument for stimulating investmen’ of private capital, 
both domestic and foreign, in enterprises significant in 
economic development. 


increasingly 


The Bank, of course, does not regard itself merely as a 
source of financing. I have often said to you in these 


meetings that internal factors are more important in a 
country’s economic growth than financing from abroad. 
We have therefore continued, at the request of member 
countries, to send our general survey missions, composed 
of impartial experts, to help those countries assess their 
potentialities and to draw up broad programs which 
will best channel their own energies and resources into 
development. 

The reports of four of these general survey missions 
were presented during the year, to the governments of 
Cuba, Guatemala, and Iraq, and, for Surinam, jointly 
to the governments of the Netherlands and Surinam. 
The report of our mission to Ceylon was published earlier 
this week in Colombo and Washington. In a few days, 
we will be presenting to the Government of Nicaragua 
the report of two of our staff members who spent nearly 
a year in that country, working with the Government 
in drafting a development program and starting to put 
it into effect. The recommendations of our recent mis- 
sion to Jamaica are now being prepared in final form. 

Economic surveys, I hardly need tell you, are nothing 
new. Many good ones have been done, and some of 
them lie moldering in the archives of our member na- 
tions. It is still too early to say what the fate of our 
own surveys may be; but I am glad to say that the 
results, so far, have been encouraging. I believe that 
the Governor for Colombia would agree with me that the 
report of our mission to his country, and the recom- 
mendations by a citizens’ committee on economic develop- 
ment which followed it, have already had an important 
influence on the economic life of Colombia. In the case 
of other countries more recently visited by our missions, 
our Annual Report gives many instances of action already 
under way to carry out fundamental recommendations 
and provide a basis for accelerated economic progress 
in years to come. 

The Bank has continued to take a broad view of its 
responsibilities and opportunities in other respects. In- 
deed, we could hardly do otherwise and remain faithful 
to the character of our Bank as a cooperative, inter- 
national institution. 

Early this year, after expressions of interest by 
Iran and the United Kingdom, representatives of the 
Bank visited London and Teheran. The purpose of our 
mission was to see whether the Bank could work out 
some interim arrangement for restoring oil operations in 
Iran and give the parties to the dispute time to reach 
agreement. Our efforts, as you know, were not success- 
ful, and our negotiations were recessed in Teheran last 
March. 

The Bank has also offered its services in another mat- 
ter affecting two of its member countries. When I was 
in Asia late last winter, I discussed with the Prime Min- 
isters of India and Pakistan an invitation I had already 





INTER 
exten 
with | 
resow. 
portal 
count 
Their 
and s 
drew 
measu 
Basin. 
Nover 
as a 
coura; 
develo 
the B. 
millio. 
As» 

I thin 
operat 
econo! 
break 
me th 
opport 
signifi 
In | 
greatly 
investr 
moder 
out pri 
same t 
and ar 
The 
capital 
the sc: 
tially 
lend ir 
capacil 
dollar 
Fror 
have t 
to mok 
subject 
The B: 
patheti 
Som 
envisag 
If new 
would, 
out tha 
Fundar 
self be 
operate 
pean c 


952 


na 
oad. 
iber 
osed 
heir 
hich 


into 


ions 
s of 
intly 
nam. 
rlier 
lays, 
agua 
early 
ment 
) put 
mis- 
form. 
thing 
ne of 
r na- 
f our 
t the 
. that 
at the 
ecom- 
velop- 
ortant 
> case 
sions, 
ready 
ations 
ogress 


of its 
s. In- 
1ithful 


inter- 


st by 
of the 
of our 
rk out 
ons in 
reach 
uccess- 
an last 


r mat- 

I was 
e Min- 
already 


INTERNATIONAL FinanciaL News Survey, September 5, 1952 81 


extended for the two Governments to examine, together 
with the Bank, the possibilities of developing the water 
resources of the Indus River System which are so im- 
portant to the economic development of both these 
countries. The Governments accepted this invitation. 
Their engineers met with ours in Washington this spring, 
and successfully completed a series of meetings which 
drew up a program for studies of possible technical 
measures to increase the supplies of water in the Indus 
Basin. Their engineers and ours will convene again next 
November in Karachi for an exchange of information 
as a prelude to further meetings. I personally am en- 
couraged. I hope that the eventual outcome will be the 
development of these water resources, with the help of 
the Bank, in a way which will bring great benefit to 
millions of people in both India and Pakistan. 

As we review the Bank’s performance in the past year, 
] think we can take satisfaction from the fact that our 
operations have been disturbed remarkably little by the 
economic changes which have taken place since the out- 
break of war in Korea. Looking forward, it seems to 
me that, if the Bank and its members fully grasp the 
opportunities they have, the coming year will see a 
significant increase in the Bank’s operations. 

In Europe, there continues to be an urgent need for 
greatly expanded production. This will require heavy 
investment in new plant and equipment, as well as in 
modernization of old. It will have to be achieved with- 
out provoking inflation, and will have to take place at the 
same time as United States aid is being reduced in scope 
and amount. 

The Bank, for its part, can supplement Europe’s own 
capital with dollar loans. I have already remarked that 
the scale of the Bank’s lending in Europe was substan- 
tially increased during this past year. Our ability to 
lend in dollars, however, is limited by the fact that the 
capacity of many European countries to service additional 
dollar debt is itself limited. 

From now on, it is clear, the countries of Europe will 
have to rely more on their own savings, and will have 
to mobilize their own capital more effectively. This is a 
subject which is being actively studied on the continent. 
The Bank has followed this study closely and with sym- 
pathetic interest. 

Some of the proposals which recently have been made 
envisage the creation of a new financing institution. 
If new arrangements come into existence, the Bank 
would, of course, cooperate with them. But let me point 
out that new institutions themselves do not create savings. 
Fundamentally we must work with what we have. I my- 
self believe very strongly that the Bank itself could 
operate effectively as an instrument for mobilizing Euro- 
pean capital, and I doubt that sufficient consideration 


has yet been given to the role we might play in this 
respect. 

The Bank already has had some experience in tapping 
private resources by the sale of its securities in European 
markets. With the cooperation of its members, it could 
be more active in raising additional private capital. 
That might well require the working out of new types 
of bonds and of distribution techniques that have not yet 
been tried. I think this is a field well deserving further 
study, and I am anxious to explore, with the Governors 
most closely concerned, any adaptation of our operations 
that would better fit them to the particular investment 
needs of Europe and to the special conditions now pre- 
vailing in Europe’s capital markets. 

The continuing movement toward economic integra- 
tion in Western Europe may raise new opportunities for 
the Bank. The Schuman Plan, for instance, which aims 
at the integration of the continental coal and steel indus- 
tries, has now begun to operate. The capital require- 
ments of the Plan certainly will be large, and the neces- 
sary equipment probably can be procured for the most 
part in European currencies. Should the Bank be asked 
to provide some of the funds, questions would arise with 
which we have not previously been confronted, for ex- 
ample, concerning the form of guarantee needed for a 
loan to an international body. In any case, the Schuman 
Plan potentially has great importance. It is one of the 
projects that the Bank, should it be called on, would be 
glad to search for feasible ways to assist. 

For those of our member countries who are leading 
producers of primary commodities, the swift rise of 
raw materials prices that followed the outbreak of the 
war in Korea, and now the recession of those prices to 
pre-Korean levels, have been the outstanding economic 
events of the past two years. 

Not all primary products shared in the boom, and not 
all our less developed members shared in the higher 
earnings of foreign exchange that resulted. Neverthe- 
less, a number of our member countries in Asia and 
Latin America made good use of extra earnings by devot- 
ing a sizeable portion of them to financing economic 
development. To do so required firm and expert hand- 
ling of the inflationary pressures exerted by high prices 
in world markets; among several noteworthy perform- 
ances of this kind, I might specifically mention those of 
India and Colombia. At the other extreme, I regret to 
say, some members of the Bank not only failed to take 
advantage of the windfall from high raw materials 
prices, but allowed inflation to distort their economies 
to such an extent that they are not so well off today as 
they were two years ago. 

In any event, the boom is now over and our less 
developed member countries are left to deal with the 
same hard problems that confronted them before. There 
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are, however, many factors in the situation which I find 
encouraging. In the postwar years, and particularly in 
the last two, I think much progress has been made, both 
in a growing understanding of economic development 
and in the adoption of techniques to bring that develop- 
ment about. 

The governments of underdeveloped countries are 
realizing more and more that economic progress is the 
primary responsibility of the countries themselves. Re- 
sponsible leadership, to an increasing extent, is buckling 
down to the job, and is attempting to achieve progress 
through sound planning, financing and engineering. 

Many of the world’s less developed countries are at- 
tempting to shape their economic policies—and espe- 
cially their investment policies—to make better use of 
their own physical and financial resources. Intensive 
stocktaking of these assets has been undertaken by an 
increasing number of governments as a first step in 
gauging more accurately the potentialities of their econ- 
omies and determining the directions in which develop- 
ment should move. Programs and programming agen- 
cies have been established to assure continuity of effort. 
Finally, the financial resources, and the increasing skill 
of the underdeveloped countries in planning the use of 
those resources, have been supplemented by a growing 
volume of financial and technical assistance from the 
more advanced nations. 

The problems which face the underdeveloped coun- 
tries are still tremendous and difficult. Often in the past, 
I have stressed the shortcomings of the policies and 
practices of some of our member nations in dealing with 
these problems. 

Nevertheless, the scene presented by the underdevel- 
oped countries is one of growing activity, and of a 
growing amount of soundly planned activity. The impli- 
cation for the Bank is that we have a broader and better 
basis on which to conduct our operations. 

Many times, the Bank has warned that massive injec- 
tions of foreign capital cannot successfully be absorbed 
in the first stages of a country’s development. We have 
pointed out that shortages of skilled manpower and the 
lack of basic facilities are limiting factors which will 
take a long time to overcome. These statements have 
sometimes been misconstrued as expressing a timidity 
or a lack of real will on our part to promote development. 

The facts show otherwise. To more than half our 
borrowers, we have made repeated loans—to Mexico, for 
example, in 1949, 1950 and 1952; to Colombia in 1949, 
1950 and 1951; and to Brazil in 1949 and every year 
since then. In countries of Asia and Africa, as well as 
in the developing countries of Europe like Turkey and 
Finland, we are doing the same thing. 

These continuing relationships are proof that, far from 
recoiling from additional commitments, we are on the 


contrary supporting the development of our member 
countries year by year and step by step. We are lending 
money in amounts our borrowers can effectively use and 
can reasonably be expected to repay; we are lending for 
those purposes that will do the most to make the borrow- 
ing countries more productive and able in the future to 
put still more money to work. This is the basic principle 
of investment. Soundly and persistently applied, it can 
help nations to move forward. 

Let us ask ourselves, what do we want, all of us, 
from this process of development? I think we want a 
world of freedom, of stable peace, of expanding produc- 
tion and trade—a world of opportunity in which free 
men can more and more govern their own careers. 

How do we go about achieving what we want? 
Development is most certainly not the concern of only 
those countries whose standard of living is still woefully 
low. It vitally concerns, too, the more industrialized 
nations, because their own best hope of progress is an 
expanding world economy. 

Financial and technical assistance will continue to be 
needed for many years from those countries which can 
afford exports of capital and skill. Granted that the 
underdeveloped areas do not yet have the capacity to 
make productive use of any huge inflow of resources, 
we must still admit that the present magnitude of inter- 
national investment for development is clearly inadequate 
to the need. 

Whatever form it takes, the assistance of the industrial- 
ized countries must be steady and continuous. It must 
not be warped by politics. And it must be accompanied 
by international economic and commercial policies con- 
sistent with the development objective—in particular by 
the removal of all unnecessary restrictions on the move- 
ment of goods in world trade and of the money needed 
to pay for them. 

But the main effort—and most of the means—must 
come from the less developed countries themselves. They 
must want development, and they must want it badly 
enough to make some sacrifices. It is up to them to free 
the forces of progress in every way they can—by con- 
tinuity of effort, by fiscal and economic policies that 
will encourage economic growth, by sound programs of 
investment, by a multitude of actions which will increase 
incentives for labor, for management, and for capital— 
both domestic and foreign. 

These are some of the conditions of progress. If they 
are met—substantially—the underdeveloped nations can 
advance, not with a sensational rush, but with an in- 
creasing momentum. And as the conditions of life im- 
prove, so will the prospects of a stable peace. Improve- 
ment in the living conditions of men brings a sense of 
personal fulfillment and self respect. With respect for 
themselves as individuals, people are not easily fooled 
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by the cynical and disruptive propaganda of demagogues 
—whatever mantle they may be wearing. 

In development the Bank, I think, has a vital role to 
play. Not only can we be a source of some of the capi- 
tal that is needed; but we can serve as a focal point for 
stimulating and supporting constructive action on the 
part of all those who are working toward the common 
goal. 


September 5, 1952 


Jordan Becomes Fund and Bank Member 


The Hashemite Kingdom of the Jordan became a 
member of the International Monetary Fund and the 
International Bank for Reconstruction and Development 
on August 29 when the Articles of Agreement of these 
institutions were signed in Washington on behalf of the 
Government of the Jordan by His Excellency, Dr. Yusuf 
Haikal, Minister to the United States. 

Jordan’s quota in the International Monetary Fund 
is $3 million and its subscription to the capital stock 
of the Bank is 30 shares with a total par value of 
$3 million. 

Fifty-four nations are now members of the Fund and 
of the Bank. The admission of Jordan brought the total 
of members’ quotas in the Fund to $8,736,500,000. The 
total subscribed capital of the Bank is now $9,036,500,000. 
Source: International Monetary Fund and International 

Bank for Reconstruction and Development, Joint 
Press Release (Fund Release No. 197 and Bank 
Release No. 305), Washington, D. C., August 
29, 1952. 


Fund Currency Transactions 


During August, the International Monetary Fund sold 
US$30 million to the Government of Australia, and re- 
ceived a repurchase payment amounting to US$25.5 mil- 
lion from the Government of Brazil and a provisional 
repurchase payment of US$27,121,500 from the Govern- 
ment of the Netherlands. 

The transaction with Australia was effected pursuant 
to an arrangement announced last April. At that time, 
the Fund agreed to a purchase of $30 million for the 
equivalent in Australian pounds, the purchase to be 
completed at any time before September 30 (see this 
News Survey, Vol. IV, p. 333). The payment by Brazil, 
which reduces the Fund’s holdings of cruzeiros by a 
corresponding amount, completes a series of three re- 
purchases by the member in June, July, and August 
amounting in all to $65.5 million (see this News Survey, 
Vol. V, pp. 10 and 41). The payment by the Nether- 


lands was accepted subject to the receipt of further data 
on the member’s monetary reserves. 

Members’ purchases of other members’ currencies 
from the Fund to date total $892,408,380. Repurchases 
in gold and U. S. dollars total $184,693,538. 

Source: International Monetary Fund, Press Release No. 


196, Washington, D. C., September 1, 1952. 


IBRD Loans to Colombia and Iceland 
Loan to Colombia 


The International Bank for Reconstruction and De- 
velopment announced on August 26 a loan of US$25 
million to Colombia; $20 million will help build a rail- 
road in the Magdalena River Valley, and the rest will 
help build and equip railroad repair shops in Bogota. 
The Bank’s loan will be used to pay for imported equip- 
ment and services needed for the projects, the total cost 
of which is estimated at $49 million (122 million pesos) : 
$25 million in foreign exchange and $24 million in 
Colombian pesos. Both projects are part of a broad 
program being carried out by the Government for the 
improvement of the Colombian National Railroads. 

The Bank’s loan is for 25 years, with interest at 434 
per cent per annum, including the 1 per cent commis- 
sion which, in accordance with the Bank’s Articles of 
Agreement, is allocated to its special reserve. Amortiza- 
tion payments will begin on August 15, 1957. The loan 
is the sixth made by the Bank in Colombia and brings 
the total of these loans to $55,030,000. The previous 
loans were a total of $8,530,000 for hydroelectric projects 
in the areas of Cali, Manizales, and Bucaramanga; 
$5,000,000 for the purchase of agricultural machinery; 
and $16,500,000 for a program of highway construction 
and rehabilitation. 


Loan to Iceland 


On August 26 the International Bank announced a 
loan to Iceland, to help finance the construction of a 
nitrogen fertilizer plant. The loan was made in various 
European currencies, equivalent to US$854,000. It is 
for 17 years, with interest at 454 per cent per annum, 
including the 1 per cent commission which, in accord- 
ance with the Bank’s Articles of Agreement, is allocated 
to its special reserve. Amortization payments will begin 
on June 1, 1954. 

The loan is closely related to two previous loans made 
to Iceland by the International Bank: a loan of £360,000 
($1,008,000) made in November 195] to finance farm 
improvements, and a loan of £875,000 ($2,450,000) 
made in June 1951 for development of power on the 
Sog and Laxa rivers. The hydroelectric project on the 
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Sog River will provide the power for the fertilizer plant, 
which will be operated by a corporation that will obtain 
most of its funds from the Government. The total cost 
of the plant is estimated at the equivalent of $7 million, 
of which the foreign exchange cost is equivalent to $4.3 
million. Most of the foreign exchange is being provided 
by the Mutual Security Agency of the United States. 
The remaining cost of the project, amounting to the 
equivalent of $2.7 million, will cover labor and materials 
provided locally. 
Sources: International Bank for Reconstruction and 
Development, Press Releases Nos. 302 and 303, 
Washington, D. C., August 26, 1952. 


Report of IBRD Mission to Ceylon 


Recommendations for the economic development of 
Ceylon were published on September 2 in a report of a 
mission to Ceylon organized by the International Bank 
for Reconstruction and Development at the request of 
the Government of Ceylon. The report was released 
simultaneously by the Ceylonese Government in Colombo 
The 


mission, whose chief was Sir Sydney Caine, Vice Chan- 


and by the International Bank in Washington. 


cellor Designate of the University of Malaya and former 
head of the British Treasury and Supply Delegation in 
the United States, was composed of 12 persons, repre- 
senting eight nationalities; it went to Ceylon in Sep- 
tember 195] and stayed ten weeks to study the economic 
potentialities of the country and to make recommenda- 
tions for a development program. 

In its report, the mission states that Ceylon’s re- 
sources in land, materials, and money, although limited, 
are sufficient, if wisely managed, to meet the needs of 
the growing population, to improve the standard of 
living, and to add permanent strength to the economy. 
To this end the mission recommends a Six-Year Program 
ef Development to begin in October 1953, following 
completion of Ceylon’s present six-year program. 

The basic program outlined in the report calls for a 
capital expenditure over the six-year period 1953-59 of 
Rs 1,600 million (US$337.5 million). The mission be- 
lieves that this level of expenditure is within Ceylon’s 
reach, given proper utilization of internal resources both 
public and private, and prudent use of external assets 
and borrowing power. Also, the Government has the 
administrative and technical staff to manage a program 
of this size economically and efficiently. The mission 


outlined a supplementary program, costing Rs 400 mil- 
lion, to be undertaken if additional funds should be 
available. The establishment of three new development 
agencies is recommended: (1) an Economic Committee 
of the Cabinet—to be aided by an economic planning 
secretariat—which would have the task of pulling to- 
gether the planning of development as a whole, super- 
vising the necessary general surveys, and coordinating 
requests for external technical advice; (2) an Institute 
of Applied Research, which, through technical research 
and enquiry, would provide knowledge about the real 
potentialities of local materials and about the adaptation 
of modern techniques to local circumstances; (3) a 
Ceylon Development Corporation—an autonomous finan- 
cing agency, with capital participation by government, 
commercial banks, and private individuals—which would 
provide the finance necessary to initiate new projects in 
industry, agriculture, or miscellaneous business and to 
assist the progress of promising ventures already started 
by individual enterprise, and which would furnish or 
arrange for managerial and technical assistance to new 
ventures or to others in need of it. 


The mission stresses that Ceylon’s development cannot 
be accomplished by government action alone. “Every re- 
source of private initiative and energy, both Ceylonese 
and foreign, is needed if the country is to mobilize its 
latent resources, to discover new lines of production 
and to increase its total output faster than its population. 
A real effort is needed to create an atmosphere condu- 
cive to genuine and fruitful partnership between govern- 
ment and private initiative in all its forms.” 

Source: International Bank for Reconstruction and De- 
velopment, Press Release No. 304, Washington, 
D. C., September 2, 1952. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

Information Officer 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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